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A. Introduction

2. Law in the changing world

Law must adjust itself to changing reality. Change must be taken
into account Thb seale of values and values of behawour of lawyers




2. The industrial revolution and the law
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is constantly changing. Industrialization contributes to human mate.

rial welfare, the standard of living is increasing under it. The pace
of industrialization is rather rapid in the past World War Two. It
is very often directed and planned from above. T.he whole underde.
veloped world and especially Latin American countries search for wayg

and means how to accelerate the industrial revolution.

But industrial revolution by itself is not unmixed blessing. It
creates many difficult and novel problems, social, moral, political. It af-
fects the quality of life and affects many spiritual values. This is
a challenge for all social sciences and especially for the philosophy
of contemporary problems.

However this phenomenon of rapid industrialization creates many
novel problems for the law. Labour law, social welfare law, economic
law, family law face many new challenges to the solution of which the
former approaches prepared by legal thought in past generation are
unsatisfactory and inadequate.

Solutions must be found quickly and as a rules they must be pre-
pared beforehand, otherwise the respect due to
~ law and order is affected. In certain circ
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B. Inflation, Devaluation and Monetary Law

1. Growth and full employment
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severe deflation is an unacceptable solution. Therefore, devaluations
are carried out to solve balance of payments problems. In the past
War Two era hundreds of devaluations were carried out.

Sometimes revaluation of currencies are carried out to cope with
internal inflation, when the foreign exchange reserves position is
satisfactory.

2. Momnetary Crises

Inflation and devaluation is very often the result of conscious
effort to promote growth and full employment. However very often
inflation and rapid inflation is the result of attempts to carry so-
cial and economic reforms and of industrial, social and political
strife. Very often in such circumstances inflation is uncontrollable.
This is what happened in Chile under Allende. Sometimes the policy-
makers are unable to control events. Sometimes the events themselves
are uncontrollable. Latin American Countries experience with infla-
tion since 1945 has not been happy. Many countries have faced the

choice either run the risk of rapid inflation or remain underdevelo-
ped, many have chosen inflation.

Economic reality is not easily controlled or planned. Unpredic-

ted events and very often unpredictable events happen, such as the
energy crisis.

Monetary crises have always happened in the past as a result of
wars and revolutions. They happen more often in the modern era than
in the past. Our world is a dynamic world. -1
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c. The savings problem

Savings are a necessity for the individy
under the enterprise system. Part of the gay
sed like pensions, life insurance. Other forms
the private party control. In modern era all long term savings are
affected by inflation, devaluation and loss of value of money. In some
countries like Spain the currency is relatively stable in others like
Latin American countries they are very unstable. Liquid savings should
be invested in the economic, in bonds in mortgages and so on. Ho-
wever, part of their value is lost over the duration of the contract.
This phenomenon decreases the incentive to save and under full em-
ployment increases the inflation.

One of the forms of savings is investment in shares hstei::: ;::
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controls. A pound is a pound, a dollar is a dollar and a peseta is a
peseta notwithstanding changes of value in terms of foreing currency
or purchasing power.

On the other hand a new approach has started to develop in legal
and economic theory the purchasing power approach- technical called
Valorism. This approach has not yet been accepted by any positive
legal system.

How can purchasing power be measured? By cost-of-living index
or by other approprinte indexes. Such indexes are nowadays published
regularly and continously. In the same way as valorism by agreement
is possible the freedom to include value clauses in contracts - in the

same way valorism may be imposed by law especially when changes
of value of money are considerable.

Valorism is the perfect solution for the perfect world. However,
our world is still imperfect. But valorism must be taken into account
to mitigate hardships, to provide more effective solution to the pro-
blem of savings especially long term savings and to deal more effec-
tively with the crisis problem. Valorism, its advantages and disad-
vantages should be intensely discussed on the intellectual and acade-
mic level in order to clarify issues as such discussion is a condition
precedent for adopting practical reforms of monetary law. These pro-
blems must be discussed even in countries where money is relatively
stable - as such stability is never in the modern setup permanent as
proved by experience. Structural and radical reforms of monetary law
are long overdue but the legal profession and even the economist still
neglect monetary law.

E. The Theoretical Foundations of Monetary Law
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